
RESOLUTION OF THE MAPHUMULO LOCAL COUNCIL:- 
CONSIDERATION OF THE ADJUSTMENT BUDGET 

Maphumulo Local Council in its meeting held on 26 February 2015, approves the 
Adjustment Budget and resolved per resolution number MAPCO: 152/12/15 


THAT 

1 . It approves the adjustment budget report. 



MAPHUMULO 

MUNICIPALITY 



ADJUSTMENT BUDGET 

2014/2015 
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PARTI: ADJUSTMENT BUDGET 


1.1 MAYOR’S REPORT 

It is with great pleasure that I present to you our Adjustment Budget on the activities 
of the Maphumulo Local Municipality for the financial year 2014/15. The strategic 
priorities for the Maphumulo Local Municipality are set out in the integrated 
Development Plan (IDP), which was reviewed for the financial year 2014/15 and will 
be revised every year as prescribed by legislation. The IDP is the core document 
against which the Municipality’s performance was measured in this Annual Report. 

In order to ensure a continuous and sustained development and service delivery 
within the municipal area, Maphumulo Municipality identified programs and projects 
that constituted the municipalities focus areas during the year under review. These 
programs and projects fall under the Provincial key performance areas for local 
government. The integration of these programs and projects was pursued during this 
planning and alignment cycle. 

The following are the key performance areas (KPA’s) that informed our programs 
and projects for the financial year 2014/15 


1 . KPA 1 : Institutional Development and T ransformation 

2. KPA 2: Infrastructure Development and Service Delivery 

3. KPA 3: Financial Viability and Management 

4. KPA 4: Social and Local Economic Development 

5. KPA 5: Good Governance and Public Participation. 


The Municipality adopted a Vision and Mission that will provide direction for the 
municipality. Under my leadership and that of the Acting Municipal Manager, Mr ES 
Mkhize and the Executive Committee, much progress has been made to accelerate 
service delivery in the municipal area. 



1.2 RESOLUTIONS 


It is recommended that Full Council: 

1 . approve the Adjustment budget for 2014/1 5 of the Municipality 

2. approve the measurable performance objectives for the Adjustment 
budget for each year of the medium term revenue and expenditure 
framework 

3. approve the transfer of funds to a separate bank account for purposes 
contemplated in section 12 of the Act; and 

1.3 EXECUTIVE SUMMARY 
BACKGROUND 

When we were compiling this adjustment budget, we took into account the needs 
identified by the community during the public participation meetings. It must be noted 
that many of these needs were identified and the Municipality is committed to 
address all of them. It must also be noted that we will not be able to address all of 
these needs at once but we have a plan to achieve all of them within the next three 
years. 

The preparation of the Adjustment budget for 2014/15 is made on the back drop of 
South Africa having been in a recession and although theoretically out of recession, 
having to still deal with the effects of a downturn in the economy and the strain that 
consumers are faced with meeting monthly expenses. S21 of the Municipal Finance 
Management Act deals with Municipal Budgets and describes the entire budgeting 
process. The Mayor is tasked with co-ordinating the processes for preparing the 
budget, reviewing the Integrated Development Plan (IDP) and budget related 
policies. The Accounting officer, as per S68 of the MFMA, is required to assist the 
mayor in developing and implementing the budgetary process. 

When drafting the original budget, we considered Section 18 of the MFMA which 
states that: 

“An annual budget may only be funded from: 

a) Realistically anticipated revenues to be collected; 

b) cash-backed accumulated funds from previous years’ surpluses not committed for 
other purposes; and 

c) Borrowed funds, but only for the capital budget referred to in section 17(2) 

(2) Revenue projections in the budget must be realistic , taking into account 



a) Projected revenue for the current year based on collection levels to date; and 

b) Actual revenue collected in previous financial years/’ 

And when drafting this Adjustment Budget consideration of Section 28 of MFMA 
states that the municipality may revise an approved annual budget through an 
adjustment budget. 

A credible budget is described as one that: 

1 Funds only activities consistent with the revised IDP and vice versa ensuring 
that the IDP is realistically achievable given the financial constraints of the 
municipality 

2 Is achievable in terms of agreed service delivery and performance targets 

3 Contains revenue and expenditure projections that are consistent with current 
and past performance and supported by documented evidence of future 
assumptions 

4 Does not jeopardize the financial viability of the municipality (ensures that the 
financial position is originated within generally accepted prudential limits and 
that obligations can be met in the short, medium and long term); and 

5 Provides managers with appropriate levels of delegation sufficient to meet 
their financial management responsibilities. 

In compiling our Adjustment budget we have taken into account all of the above 
mentioned factors. The Adjustment budget was also drafted taking into consideration 
the guidelines outlined in MFMA Circulars. 



PART 2: SUPPORTING DOCUMENTATION 


2.1 ADJUSTMENTS TO BUDGET ASSUMPTIONS 

As mentioned above, the IDP informs the budget. When the original budget was 
compiled various public meetings were held and input was gained from these 
meetings to compile the IDP. Also, strategic workshops were held with political 
stakeholders and Amakhosi to identify needs in the various wards that would be 
included in the IDP. Those needs were prioritized and are still part of the Adjustment 
budget for 2014/15. 


2.2 ADJUSTMENTS TO BUDGET FUNDING 

Our Operational budget are funded through the grants namely Equitable 
share (R61m), FMG (R1.8m), MSIG (R934k), Masification COGTA (R3m), 
Property Rates (R8.8), Interest on investment (R2.2m) and other revenue 
(R9.6m) which also includes approved rollovers of Operational grants, Hall 
hire fees, Tender documents and Database registration fee. 

The total income as per the approved adjustment budget is R89.1 million 
excludes capital transfers. 


2.3 ADJUSTMENTS TO TRANSFERS AND GRANTS RECEIVED 

The adjustment on grants received allocation is made on the following grants:- 

Sports and Recreation Grant 

Grant from Department of Sports and Recreation amount of R2.1 million was include 
in the original budget and was mistakenly allocated to both capital and operational 
budget. This has been corrected in this adjustment budget by removing it from 
operational budget and we also add the amount of R550 000 as per the latest 
gazette, making the grant to be R2, 650 million. 

EPWP and INEP Grants 

EPWP (Rim) and INEP (R8.1m) grant are roll-overs from National Treasury and was 
allocated in operating & capital grants transfer receipts respectively in the original 
budget. In the adjustment budget both these grants have to been correctly allocated 
to other revenue as they are the approved roll-overs as required. We were reminded 
by the provincial treasury that both of these rollovers should be utilised before the 
end of this current financial year. If these amounts are not spent before this financial 
year, national Treasury will not approve that the funds be rolled over to the 2015/16 



financial year instead the Municipality will be required to pay the unspent amount 
back to the National Treasury. 

Corridor Development and Small Town Rehabilitation Grants 

Corridor Development (R9m) and Small Town Rehabilitation (R4M) Grants are roll 
overs from KZN COGTA. In the original budget we allocated these funds under 
operating grants received. In the mid- year assessment, Provincial Treasury 
recommended that these grants be allocated to Capital Expenditure under Internal 
generated funds and we have complied with Provincial Treasury’s recommendation. 

Massification Grant (Electrification) 

During the second quarter an amount of R3 million was gazetted in favour of the 
Municipality from the KZN Department of COGTA. Our budget has been adjusted 
with this additional amount. 


2.4 ADJUSTMENTS TO ALLOCATIONS AND GRANTS MADE BY 
THE MUNICIPALITY 

We have adjusted our budget for free basic services by 50% and we utilise this 
budget to finalise the completion of the indigent register. The other half will fund the 
payment of free basic services to current beneficiaries. Our accounting officer is 
committed to ensure that the Indigent register is finalised before the end of the 
financial year. 

2.5 ADJUSTMENTS TO COUNCILLOR & EMPLOYEE BENEFITS 


Councillors remunerations was original budgeted as R5.5 million and adjustment of 
R116 000 reducing has been made after taking into consideration the anticipated 
increase on the remuneration of councillors and also the fact that in the original 
budget we had budgeted for an allowance of a full time speaker, since the MEC 
declined our application we have adjusted our budget to take this into account. 
Employee Related Cost in the original budget were R26.7 million and this have been 
decreased by R2.9 million due to the vacant posts which have not yet filled but were 
budgeted. We therefore adjusted our budget for employee related costs now to 
R23.8 million. 


2.6 OTHER OPERATING EXPENSES 



Contracted services 

In the original budget, contracted services included an amount for consulting 
fees account, as per Provincial Treasury recommendation this has been 
corrected in the adjustment budget by decreasing contracted services by R3.2 
million which relates to consulting fees and these are now included under 
general expenses. 

Consultant fees 

We have adjusted these as indicated above. 

General expenses 

In the original budget had an amount of R24.7 million during assessment of 
original budget we made an increase adjustment to general expenses by R7 
million and also added R6.3 million as per advice from Provincial Treasury to 
include consulting fees under general expenses. This adjusted the budget for 
general expenses to R38.4 million. 

Repairs and Maintenance 

Repairs and maintenance were originally budgeted at R5.2 million as outlined 
in table SB18c. The net adjustment of-R1.8 million has been made and leave 
the repairs and maintenance is budget to R4 million. It is shown on the SB1 
classified as other expenditure since this is the nature of repairs we normally 
undertake through inviting service providers to perform our repairs and 
maintenance for the municipality. 


2.7 CASH FLOW ACTIVITIES 


Receipts 

Rate payers and other 

Rate payers and other is made out of property rates, rental of facilities and 
equipment and other revenue. Rate payers and other in the original budget 
was budgeted at R14.2 million, increase adjustment of R5.7 million has been 
made during the adjustment budget which result in the adjusted amount of 
R18.1 million. 

Interest 

interest in the statement of cash flow in the original budget was R3 million 
(interest on external investments and outstanding debtors). Provincial treasury 
advised the municipality to only include interest on outstanding investment. 



Municipality took out the interest on outstanding debtors of R733 184 in the 
adjustment budget. Therefore interest in the statement of cash flow total 
adjusted budget is R2.2 million. 


Financing 


Repayments of borrowings 

This account was budgeted in original budget at R 5.6 million. In the 
assessment of mid-year budget we adjusted this budgeted amount by taking 
into account the repayment of vehicles to be purchased using instalment sale 
agreement. 


Payments 

Cash flow- Suppliers and employees 

Suppliers and employees is made up by these accounts (employees related 
cost, remunerations for councillors, contracted services and other revenue). 
In the original budget this account was understated, we have adjusted this 
budget to R63.5 million. 


2.8 SUPPORTING TABLES 
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We believe that these adjustments to the budget will assist the municipality 
improving service delivery to our community and improve our financial reporting and 
management. 
















CONCLUSION 


The adjustment budget for the 2014/15 financial year was based on realistic 
incomes and expenditure of the municipality. I therefore believe that these 
adjustments will enable the municipality to fulfil its goals for the current 
financial year and improve service delivery to all residents who reside within 
Maphumulo jurisdiction. 


Working together with the community, the Municipality can achieve the project 



QUALITY CERTIFICATE 


’ Mr ES IV,khize ’ the Actin 9 Municipal Manager of Maphumulo Municipality 
hereby certify that the 2014/15 adjustments budget and supporting 
documentation have been prepared in accordance with the Municipal Finance 
Management Act and the regulations made under the Act, and that the 
adjustments budget and the supporting documentation are consistent with the 
Integrated Development Plan of the municipality. 


Name: Mr ES Mkhize 


Acting Munic^aFj^ri|ger of Maphumulo Municipality, KZ294 
Signature: 




